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1* CXl TZ’jACH reported on 11 Ilnrch l£i : 7 that tKJjThG'a plan of 
action af*ain 3 t JYar^aBHKIAitClK a a outlined in paragraph* 12 of R2r* A 
has been Initiated rk a notified torn resulting in BBDKIflffK*# playing 
the role of n recruited HiODlAp source for UPiUCCr (# 

2, An Ul&iZtiSSR (net identified to KB) approach or! HflfrARClu in 
Vvnlcli and bluntly suggested that since BEDUtRCIu cuuln frequent trips 
behind the Iron Curtain he should ;» able to provide information of 
vnlce to a Eastern intelligence service, l>fc2XlaVicCXlC responded litnediatoly 
that ho was an honest businessman attempting to ecru a living* ha said 
tint the Hungarians probably suspect hin of being a Western agent, Ho 
added tlrnt in the I7ect ho is probably suspected of being a Hungarian agent* 

asserted tliat he did not dare rial: Hie business by becoming 
involved in espionage activities, l!e did, however, ask the bP5SUJGK : t if 
ho represented American intelligence. The UI’SiZn.‘01& stated that neither 
the American nor the British but another *tf©Gtero servioe* vrs involvod, 
SG^XiCIi: then caked if the chief of the service lived in Starnberg and 
if it was tliat German organization he had read about in the papers, the 
none of which he could not recall at the moment, The UPSCIlXIEfi re^uxined 
non-corsnittol, BISDuAviCih went on to imply that he needed J>0Q,0C0 barks 
to srsint Irin in building a tourist hotel in Budapest and that if he were 
provided sufficient f'.*nds tie might reconsider working with the tfestem 
srrvi.ee. The I'PSnli.GEd left saying he would see nEKiAHCIH again onri thrt 
the whole matter vault! ‘ Tsc dlccu reed further, 

3, After '^DrAifUK 1 s nost recent return from Budapest the l*PSWI:.C2rt 
contacted lib." n second Lb7.o, rKDiAHCUZ indicated that the Hungarians had 
decided to build the hotel on J\e basis that wio foreign eitcliantre accruii;- 
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lft ter would justify the cost* he asserted tint ohould he accept an 
intellir«:e* mission he would not accept ary form of payment for hi3 
services. he irq -irod avidly about the mission he would be assigned, 
donanding. a full briefing ns a prerequisite to his comit treat. ?h e 
L'PStfluGtti* reportedly nctinr with due caution in accord with cpecific 
directives* eased 3i3E.AaGjX'into the recruitment e^Iaininn that . 

IbSKJUcCir. rrauld be asked to collect information in Uung-nry ol a political 

nature end data on various mili t ar y tarreU* 

% 

lu UP£7H;G non arsiits BBK7U<05;» a first report which is to ba forth- 
conin'* upon ills next return fron Italanest* UTJTSi! : -ACU indicated that in 
the event bKDhAitCIn makes a false report or is other».lcc uncooperutiye* 
&uTC.*£Ch is prepared to call upon CAVIiuli# to inpose customs difficulties 
for bKETJLijlIl^a customers end to cause the rejection of visa applications 
processed tlirough rj.3 hetsebuoro Austria . 

car^V/Ji: demonstrated distinct pleasure vdlh the way the case 
has turned* and he indicated confidence -let t’>e URfJli.G recruiter tiid not 
betray ITSinX^s Jmowlcdge of ItlEiAdSXK's AM! affiliation* GfclTi£il3i 
believe? that brShT.!? will be cole to nuiI:o i.wcninrful tests of the accuracy 
of ~£K^US1£ < 3 repertin;; and tliat CAYXaXb will assist in causing difficulty 
for LbSHOVilOn:* c business. If end i.'hnri talc plan is put into effect* 
Qb.l , VZ l ACI: believes that D&l-AhCIu'c sei»oe of security will be shaker, and 
his nvariciousness vriil result in VF&Xu.Cs acldevinp control over him. 

6* fiiUTZBAGH implied tliat he lelievec the AVTI briefed D2KJUtCIn to 
uecout the recruitment on ostensible ant i-Comnunist motivation if such on 
acceptance were to involve only a simple informtioii collection mission; 
this briefing being breed upon an AVK decision ixale in the interests of 
the security Pi* a valuable and as yet imcomprcaised agent* 

not recontacted l;JLn since 
rr. or. 1.’: October 
ivOVACd - rruc dive anu safe 
at hir. office in Jbidapnst, Y-16131 Sm3 informed BtEt&KCIK that he doepn*t 
\:ant a. --thin;, C\«rl.\' > r to do rdth Dr. KOVACS or any other AVi* uan. UIUlliBAC:. 
intonn: this 3a at with tlie implication that his wishes had prevailed over 
d.r ; j'ovijrs intent lens of bucru Davnrin to play Y-162 31 as a double agent 
civ; t\*-t ’.-lvl31 v;as iwv; under strict orders to reject further contact* 

• * At this ftujo I’PSiT.r.'G * c intent scene to oc to piuy h^DIiAidu into 
a de fer eery r err*. r** with his brSWlbG owm ofXioer ana at Uic. saue . tiue. 
atterpt to uncover bin AYa active. tire v.ltliout further involvement ’/-l; ifl, 
CiA’Ji. asserts that altho*yh nr. arrc:;t for osoionaf e activity could be 
rade on the basis of V— Il' 131 1 a statements, VPSiiltt) is still not willing to 
cur face *.*-10131* 

p. Mi* i'Z.jtd ' .elaborated on the various plans no;; under corus id oration. 
Conti.:.‘:ent open the degree of cooper*, lion iEK.A;&ih shows as u straight 
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positive iiuorrirticn source, UPSWilu's svocbss iu uncovering hi« AVH 
activities ar»d other factors, Lae follo'.dng plau3 cd^iit be effected 
singly or .in cocnbinotioiu One *.ould be to apply prewure thrcurh the 
fovernnent, without actually infor-iing i‘EDCJL;Ctu tlat his IPdEfihu 
e?cr-off ictr* s reports detomlne when the pressure turne on and off, 
so as to provolic him to ooouerate. Another woulc be to a pproach hin 
in Munich or Yinmn through the present case officer or a second 
UPa^n^KR and confront fcin with a report that lie net a loionn Alii officer 
in Bad Isclil on 13 October 1??6 etc, thereby threatening bin .Tith the 
cwpletc destruction of his business if he should fall to reveal all 
he kttorra rbout the A VIU 

10. UrStr.IjG apparently hopes tot the AW interpretation of pi\KAftCIK»u 
part of the "Western service" recruitment is ns foliotui fiffliAhCXU io an 
obvious tar-et for Western cervices; Ills rccruitr^ent nay indicate he is 
not suspect since the absence of a Western approach to hie rcould eventually 
connote timt he is suspect. 

u. Fir*AlD r 3 prior exploitation of deisebucro and Jb-2*s 

trace inquest (ItUK c033) chic h wlb foUcccd up after the prior interest 
w»3 clained (PUU. 666c) bv a stateaent tot ho had been spotted as a 
possible lend (IJF4A-667?‘l)> dearly yjnportc UPSijuiS’e assunption that 
the ATI! d&ht believe tlict obviously has attracted the attention 

of western services. 



12* SAVLilL ic re , 'ortj&y ttbiriii^* by their r.^rocrxsnt to ulthhold 
ncti n Cfoinst Eraselet voirTOi*!!, nido:, of Count lassin wn t/mtaVj 
rnd mother oC A VH Q£gnt CIbrisrS\&I& and ano Uw r daughter in Kimgaiy* 
iilTcSl'ACK stator tort no definite connection betvmon ?reu von LOKIA? end 
iiKULAKGIK r.as I norm tc hin but that pending action against BKK&hCIu no 
action is intended which nifht cause liKDi AsCI* to believe he in endanc*red 
or otherwise lixit tPiUiL^’a anc SAYZ.*i2L l s ciumces of discovering other 
AVH contccte ir ..unich. 

13* i’or the* sai;c of tiio record, it is noted that paragraph 2 of 3TLA- 
.20721, 1? Septer.ber 1^1)6 contains a typo exar, hie nl error j Sueddeutsche 
Zeltanr should rrrd SuUetcndcutccne Zcltunr; , 

U>. ypj t COsA t It is requestor! tot any information on SiSSIAICL; . 



Atttctner.tl bTSiClp l.cr.o to. 31tl/;>7, ^ i.arch 
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